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CONFIDENTIAL TEHRAN 11349 

EO 11652: GDS 

TAGS: EFIN, EAID, PK, IR 

SUBJ: IRAN/PAKISTAN FINANCIAL RELATIONS 

REF: (A) TEHRAN 10246, (B) ISLAMABAD 11431, 

(C) ISLAMABAD 11687 

1 . ALLEGED MORATORIUM ON PAKISTAN'S DEBT TO IRAN: 

MINISTRY OF ECONOMIC AFFAIRS AND FINANCE (MEAF) UNDER- 
SECRETARY FOR INVESTMENT AND FOREIGN CREDITS DR. JAMSHID 
ASHRAFI TOLD EMBOFF DECEMBER 20 THAT REPORTS OF AN 
IRANIAN AGREEMENT TO A MORATORIUM ON PAKISTAN'S DEBT 
WERE UNFOUNDED, BASED ON HIS INVESTIGATION AT THE 
HIGHEST LEVELS OF THE MINISTRY OF FOREIGN AFFAIRS. HE 
SAID HE NOTIFIED THE GOP SEVERAL WEEKS AGO CONCERNING 
DEBT SERVICING DUE DECEMBER 31 AND HAS HEARD NOTHING 
CONCERNING PAYMENTS OR NONPAYMENT. HE AGAIN, AS REPORTED 
IN REF A, ACKNOWLEDGED THAT AN AGREEMENT MAY HAVE BEEN 
MADE AT HIGHER LEVELS (E.G. THE SHAH AND MARSHALL ASGHAR 
KHAN) BUT THAT HE SHOULD BE INFORMED BY NOW. THE 
CLEAR CONFLICT WITH THE INFORMATION CONVEYED IN REF B 
SUGGESTS THAT A HIGH LEVEL MORATORIUM AGREEMENT IS 
BEING WITHHELD FROM MEAF. 
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2. GOI GUARANTEE THE LONG-AWAITED $300 MILLION 
COMMERCIAL EURODOLLAR LOAN TO THE GOP, ASHRAFI SAID 
HE HAD NOT YET SEEN THE LOAN DOCUMENT AND HAD NOT MET 
WITH BANKERS ON THE ISSUE FOR SOME MONTHS. HE SAID 
IRAN WOULD NOT WANT THE RATE OF INTEREST TO BE HIGHER 
THAN WHAT IRAN ITSELF IS PAYING ON THE LONDON MARKET, 
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A POSITION CONSISTENT WITH THAT OF CITIBANK OFFICIALS, 

REPORTED IN REF C AND BY ITS COUNTRY HEAD TIMOTHY 
KELLEY HERE. KELLEY REPORTS THAT THE ONLY WAY AROUND 
THIS POSITION IS TO GET GOI AGREEMENT ON A "FRONT 
END" PREMIUM WHICH WOULD DISGUISE THAT EFFECTIVELY 
HIGHER RATE ON THE PAKISTAN LOAN, A FEATURE BEING 
DISCUSSED AT SECOND LEVELS OF THE MEAF AND CENTRAL 
BANK. HE OPINED THAT HE DID NOT EXPECT THE LOAN TO 
MOVE FOR AT LEAST SIX MONTHS. 
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